










































































































































































































































































































Hiring more FTEs

ralses PHA costs

( per 1 000 unit
by about $2.00

nonths) signiflcantlY
or $3.00 PUM.

An increase fron O to 1.00 in the proportion of unlts
that repnesent a net intake slgnificantly increases
pHA expenses by about $8.00 PUH. This means that for
the typical (nean) pnl with 25\ units under Iease,

addlng one nel intake raises PHA costs by about 3+

PUM.

As FMBs increase, so do the Lotal PUM expenses in ?

PHA, even when other variables are held constant.
Ovenall, a $1.00 increase ln the FMR is assoeiated

wilh about a lOq PUM increase in PHA expenses'

As the CETA rrage index for all servi.ce workers in a

PHA area increases, PHA expenses do also. HoldinS

other varj.ables eonstant, a lf increase over the

national average CETA wage brings about a 20C PUM

increase in PHA expenses.
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IV. ANALYSIS OF FEE STRUCTURE

This chapter presents an analysis of the relatlonship between
the costs reported by PHAs for administering the Seciion I -
Existing Housing Program and the fee eariied for preriminary and
administrative expenses. Intake and naintenance cost estimates
fron this study are conpared wifh lhe current fornura fee pro-
visions and with estinates of previous studies. The degree of
coverage provi.ded by the current fee strueture and the degree of
equity achieved across PHAs are exanined. The inplications for
alternative fee strueturea are discussed.

,I .O ANALYSIS OF PROVTSION FOR OPERATING RESERVE

The previ-ous ehapter examlned the costs neported by pHAs and
the characteristi.cs of the PHA or its prograrn that affeeted the
cost of program adminlstration. The determinants of the cost of
progran administration are inportant in explaining diffepences in
cost experiences among PHAs. The significance of these differ-
ences in creating i-nequities in the reinbursement received by
PHAs ean be deternined only by examinlng the relationship between
costs and the admlnistrative fees. The measure of that, equify is
the amount that PHAs transfer into or out of the operating
reserve after determinlng their earned fee.

This amount is dependent in part upon the total fees thal
PHAs receive. One source of compensation to the PHAs for serv-
ices perforned is the prelimlnary fee. In general, the prelim-
inary fee provides up to a naxinum of $275 for each new uni.t
added to the PHA prograrD. (,qs indicated previously, 5tr in the
study sample reported receiving trore, 481, received $275, and 471
neceived less). The other source is the administrative fee.
This fee generates 8.5! of the two-bednoon FMR for each unit-
month under Iease in the PHA progran. The sum of these fees is
the amount thal the PHA has available to neet operating ex-
penses. Any surplus ln fees over cosLs goes to operating
reserves, which are then available to meet future shontfalls in
the earned fee or other housing pnogran needs.

IV- 1



virtually all PHAs in the sample reported surpluses and

operating reserves. It is important to note that virtually the

entire sample included PHAs with preliminary fees; this has

implications for the ability of the present formula to provide

adequate conpensation when programs have stabilized and new units

are no longer being added.

1.1 Ope ratinr Reserves and PHA Characteristics

Table 1 shows that the typical PHA receives from the ongoing

formula about $3.74 PUM lBore than it reports spending' This is

the contribution made by an average PHA to iis operating

reserve. Table 1 also shows that this contribution does not vary

wiih respect to size. Table 2 shows that it is not significantly
dependent on PHA Iocation'

Despitetheuniformityoft,hisPUMnsurplusl|amongPHAsin
different Iocations and different size categonies, TabIe 3 shows

fhat bhis surplus is not necessarily randon. Flrst of all, PHAs'

with high reimbursement fon preliminary. expenses--whether

measured on a PUM basis or as a percentage of total expenses --
make greater contributions to their operating reserve. By

contrast, PHAs with high PUM administrative expenses have smaller

PUl,t surpluses.* This nelationship substantiates descriptions by

several PHA adniniStrators that the early years of a program

provide attnest-eggtt that can be spent in subsequent years for

administering a fixed number of units. 0verall, because ongoing

andpreliminaryexpenseSoffsetoneanotherasthedominant
sounce of fees (and costs), the presence of a surplus is not

The magnitude of thi-s correlation
refleeting the presence of ongoing
both variibles of the correlation'

is partIY an antifact
administratj-ve expenses

*
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slgnificantry correlat,ed with total puM expenses.r rn other
words, if a PHA reports that it is meeting its costs largely
through the preliminary expenses, then it is probably in a start-
up situation and has a relatively srnarl number of unit months
under lease to generate adninlstrative fees. pHAs reporting 1ow
preliminary expenses per unit are probably deriving most of their
income fron a large nunber of 1eased-up units.

1 .2 0peratin g Reserve and Program Charaeteristics

Just as the PUM contnibution of the pIiA to its operating
neserve is positively correrated with preriminary expenses, so
also is it posilively related lo some of the factors relatlng to
intake activities that may contribufe to high preliminary
expenses. Accordlng to Tabre 3, the puM surprus is significantly
and posilively related to the turnover rate, the rate of the
number of FTES, the net intake rate, and lhe total intake rate.

Overa11, these nesults suggest that the surprus is fairly
equitably distributed across different PHAs. Even though snalI
PHAs have higher total expenses than large pHAs, most of this
extra cost is attributable to start-up aetivities and the
relatively large amount of preliminary expenses they recelve. As
PHA size lncreases, the ongoing flee beeomes greater. (See Table
9 in section rrr.) However, FMRs, whlch partry determine Ehe
size of the administrative fee, are also higher in rarger pHAs.
(see Table 8 in seetion rrr). snarl- pHAs are incurring
reratively rDone intakes that warrant relalively higher prelim-
inary fee income. Large PHAs have higher FMRs thaf warrant
higher ongoing fee income. As a resulL, the inequities of the
preliminary fee are counteracted by offseEting lnequities in the
ongoing fee; the net resurt is that on t,he average the pHAs in

Where ongoing expenses PUM are high,
are low. Their correlation is -.27

*
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each size category I,rene eompensated in a reasonably equiiable

nannen during the period under study '

This conclusion is valid for the period of the study (daga

dnawn almost equally from Fiscal Years 1978 and 19?9), but it

should be recogni-zed that the small PHAg were primarily in a

program expansion phase during this tine. when their programs

reaeh a stable 1evel, they will be dependent almost exclusively

on the administnative fee. since the FMRs in small PHAs are not

Iikely to match those received in general by Iarge PHAs, it is

likeIy that, their provision for reserves will be considerably

Iess than that of the larger agencies. 0verall, the anaLysis

indieates that the current formula has performed relatively well

during the early years of bhe Sectiqn 8 progran and has provided

adequate cotrpensation to PHAs for program admini'stration

serviees.

Some additional correlational evldence supports the

contentlon that, at least during the time of the sample survey,

the current two-part formula treats nost PHAs equltably' The

two-part formula neans thaL PHAs wibh relatively high FMRs

receive higher ongoing adninistrative fees on a PUt{ basis; the

correlation between these two variables 1s '33' Moreover' PHAs

that receive higher ongoing fees also have a Iarger nsurplusnl

the actual correlation is '45'

The second pant of the fornula is t,he pneliminary fee' It
has already been shown that the PUM prelininary fee increases as

PHA si.ze decreases. This occurs because during the peniod

studled smal-Ier PHAS were most likely to be in starting up '

sinilarly, snaller PHAS have more j-ntakesr oD both a total and

net basis. PHAs with relatively high net intakes tend to have

high PUM preli.minary fees; the eorrelation is .35. Just as high

ongoing fees are assoclated with a largen surplus', so also are
Li-: ---:i-:----- a-^- -.ii.--.-r2.--laA -;it-h 

='!-'-t 
^"-<'l"a' lhair

nj.EnPi-eiaEj.nai-jiieesasS(jiJ.Ld-i,.i'viiuiiq.iiE|i:Ju:i-.1-=,

correlation is .30-
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Table l: PHA Contribution to Operaling Reserve,
by PHA Size

Size

0-49 50-99 100-299 300-499 500-999 >1,OOO Tofal Sig.

Admin. fee
received ninus
ongolng fees
neported (PIJM)

$3.60
(ll=7 t )

$3.76
(N=69)

$3. 88
(N=74;

$3.80
(rtr25)

$3.s0
(N=16)

$3.56
(N=1 2)

3.74
N=266 )

$
(

99

Table 2: PHA Contribution to Operating Reserve,
by PHA Locaiion

Loeat ion

Metro Regional Siate Nonmetro Sig.

Admin. fee
received minus
ongoing fees
reported (PUM)

$3.57
(N=103)

$:.qe
(n=r36)

$3.
(N=

22
14)

4.99
N=6 )

$
(

.66
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Table 3:

Admln. fee
requlred ninus
ongoing fees
r:eported (PUM)

correlated with:

PreIim. expenses PUM

Ongoing admin. exPenses
r urt

Prelin. expenses as
percent of total

Total expenses PUM

Turnover rate

Yield rate

FTEs per 1000 unit mos.

Net intake rate

Tota1 intake rate

Correlati.on between PHA Contribution to
Openating Reserve and Selected PHA

C'haracteristics and Costs ( Pearson
Correlat ion s )

r
.31

-.83

N

256

266

sig.

.00 1

.001

.53 266 .001

.05

.34

-.02
.12

.10

.17

255

185

192

188

193

192

.23

.001

.37

.046

.0 73

.009
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In addition, these two sources of administrative fees are not
hlghly rerated; the correratj-on between the ongoing fee puM and
the preliminary fee puM is .10, which is not significanfry
different from zero aL the .05 rever. Few pHAs receive rarge
sums, on a PUM basis, from bot,h sources simurtaneously.

The explanation for the offsetting contributions of the two-
pant formula is inportant, because it suggests fhat small pHAs,

when they stop growingr oiy find themseLves finaneially squeezed
by the current forrnura. Specificalry, the apparent reason for
the offset is that PHAs wlth high FMRs are large and, accordi-ng
to several indicators, have proport,ionately fewer inLakes.* Even
though these PHAs are not jr:st starting up they happen to be
rocated in aneas where FMRs are.relativery high. As a result,
their rerative'dependence on the ongoing fee does not put then
into a financial bind. By contrast, when smalrer pHAs can no
longer add new units, they too wilr becone rerativery dependent
on the ongoing fee; but, because fhey are located in areas where
FMRs are Iow, their ongoing fee wirr be smarrer than the fee
received by larger PHAs. They will thus be unable to contribute
to their operating reserve.

Arthough there is have no direct evidenee to support this
concrusion, it is a reasonable inference from the study of t,he
subpopulation of 153 PHAs ihat neceive 40t or less of their totaL
fees from the preriminary fee. rn this subgroup, the very
smallest PHAs (0-49 units) acfually lose $.ZO pUM from lheir
operating reserve. The next two size groups (50-99 units and
100-299 unifs) add $1.52 puM; the forlowing two size groups (3oo-
499 units and 500-999 units) add $2.65 puM and $2.32 puM,

rThe correration between FMR and size is.18; it is significantat the .01 leveI. The correration between FMR and the intat<einspection rate is -.28; between FMR and the turnover rate is
-.15; between FMR and the fotar intake rate is -.12. All aresignificant at the.05 level.
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respectively. The Iargest PHAs (1OOO units and over) add $5'19

puM to their operating reserve. Thus ' among PHAs thai recei've

Iess than half of their revenues fnon the prelj-minary fee, there

1s a significant, relation between PHA slze ang the PHArs ability

to augment its operating resenve. Large PiIAS that are relatively

less dependent on the preliminary fee face substantially less

fiscal duress than small PIIAs whlch receive pnopontionately

smaller pre}ininary fees. As indicated, small PHAs are located

in areas with tow FMRs. When these PHAs can no lOnger add new

units, the ongoing adnini.strative formula appears to treat them

less generously than it treats the larger PHAs'

Suchaninequalitynlghtbejus|iflableifthereweresub-
stantial and consistent evj.dence that it is eheaper to operate

smallPHAsthanlargeones.However,theevidencefronthe
analysis in seetion 5 of chapter III of the determinants of PHA

costs does not support thj.s conjecture. It reveals instead that'

even when other variables aPe held constant, the very smallest

PHAs tend to have higher costs than other PHAs '

rv-6



1.3 Summary: Analysis of Provision for Operatin s Reserve

The typical PHA neceives fron
74 PUM nore than they
sinilar for aII PHAs

ize or area served.

the ongoing formula,
report spending. The
ir:"espectlve of

about $3.
amount is
program s

PHAs with high pneliminary expenses pUM (and !he
assoelated high intake activlties) nake greater
contributlons to their operating reserve. A rrnest-
egg'r is apparently built up in the early years of a
prognan to be spent later when the pnogram
stabilizes.
Slnce ihe older PHAs under study were also larger
(and had fewer intakes), their higher associated FMRs
and thus higher ongoing fees offseL their lower
preliminary fees (and lower prelininary expenses).
SmaII PHAs ln the start-up mode had higher intakes
and thus higher preliminary fees to offset lower
ongoing fees for lheir relatively fewer units under
Iease. The current fornula has therefore performed
well to date. As the smaller PHAs -- wlth lower FMRs

reaeh a stable 1eve1, however, their dependence on
ongoing fees may result 1n program budget deficits.

2.0 INTAKE AND MAINTENANCE COST ESTIMATES

Unden fhe exlsting fee structure PHAs are compensated
separately only for those costs incurred in processing appllcants
for intake into additionar units arrocated by HUD. The cost of
processing of a new prograrD necipient to replace a tenant thal
reaves the program must be net out of lhe administrative fee
rather than the preliminary expense fee under the current
compensation system. The research shows that intake activities
(resuliing fron both the additlon of more units on turnover) are
the most time-consuming and costly functi.on earried out by Lhe
PHAs. The findings on the effects of turnover and on the effort
requi-red for intake activities provide considerable evidence for
the need to include lhese deterrninants of cost in the formula
strueture. To determlne what might be an appropriate approaeh to
compensating PHAs in a way that reflected the cost of intake
activi-ties, separate estimates were deveroped fon the eosts of
intake and progran maintenance activities.
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The estimaies of intake and maintenance costs are approxl-
mations, at best. They are based in large part on questionnai-re

responses to the percentage of staff time spent on various actl-
vities, which are classified aS intake, naintenance or nixed

activities. (taUIe 4 shows 1n detail the computatlonal steps

followed.) The proportion of staff time spent on fhese

aetivities was multiplied by total expenses PUM (prelininary plus

ongoing) to Oerive an estimate of intake, maintenance and n|xed

costs PUM. MainLenanee costs Per year and costs per intake also

were estimated.

AII of these calculations share eertain Iimitations' First
of all, the percentage of time figures are respondentfs

estimates, reporled only to the nearest 5fi. Second, allolting
total expenses to intake, maintenance and mixed aetivities
ignores PI{A contributions to operating reServes r PHA expenseS fon

indirect eosts, capital expenditures, and so on. Third, the

percent of staff time spent on an activity is not necessarily
equlvalent to the pencent of costs that the activity actually
requires. Some activities use littIe time but incur high costsl

others may use substantial time but have low costs' Nonetheless'

given the labor intensive nature of PHA activities, it is not

entirely unreasonable to assume lhat percent of cOsts roughly

corresponds to Percent of iime.

Another Iirnitation is thaf respondents brere not asked to
estlnate the percent of time they spent on intake as opposed to

annual inspections. Instead, the predoninance of lntake to LotaI

inspections was estimated by weighting the proportion of tine
spent on aIl inspectlons according to the relative frequeney of
new (intake) to total units in the PHA. This assumes t'hat each

unit (new and o1d) reeei-ved one inspection'

There are two sets of cost estimatesr one based on total
_ and One Lra-sed on new intakes. A11 measures of intake

total and new intakes. The number of
adjusted accondingly. For example, the

lntakee
units ane calculated fon
maintenance units must be

rv-8



Table 4: Caleulations for Esti.urates of Intake and I'laintenance Cosis

Number of
lntakes

Number of
rnaintenance uni-ts

Intakes as
proportion of
aII unlts

Propontion of staff
time on intake
inspections

Proportion of staff
tlme on maintenanee
inspections

Calcul-af ions
ffil-E-rfal lntakes

Ntmber of recipient,s
+ number moving
flom one Section 8
unit to another =# total intakes
(l,tean = 143)
(N = 3611

Nuuber of unifs mi-nus number
of Eotal intakes = n@ber
of lotal maintenance units
(Mean = 110)
(N = 141)

Number of total intakes/
(ntmber of fotaL intakes
plus nwrber of total
maintenance units) =proportion total intakes
(Mean = .50)
(N = 141)

Proportion total intakes
tjmes proportlon of staff
time spent on inspections :
proportion of staff fime
spent on total intake
inspeetions
(llean = .07)
(N = 108)

(1 - proportion total iniakes)
ti:oes proportion of slaff fi-me
spent on inspeetions =proportion of staff t,i-me spent
on mai-ntenance (less total
intake) inspectlons
(Mean = .08)
(N : 108)

Calculatlons
56ilo-n-?iffi intakes

Nrmber of reciplents
(llean = 127)
(N = 3s6;

Number of unlts ntnus ntmber
recipients : number of new
rnaintenance unils
(l'tean = 125)
(N = 157)

Nuuber of reeiplents/
(ntmber of recipients plus
number of new maintenance units)

proportion new intakes
Mean = .47)
N = 157)

Proportion new intakes ti.ures
proportion of staff fime spent
on inspeetions = proportion of
staff time spent on new
intake inspections
(Mean = .07)
(N = 120)

(1 - proportion new intakes)
times proportion of staff ti-ne
spent on inspections = proportlon
of staff ti-me spent on maintenance
(less new intake) inspections
(Mean = .08)
(N = 120)

=
(
(
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Table 4: carculatlons for Estinrates of rntake and l'laintenanee costs (contiaued)

Calculatlons
on new intakeson intakes

Proportlon of staff
time spent on intake
actlvlti.es

Proportion of staff
time spent on
maintenanee actlvities

Proportion of staff time
spent on landLord outreacht
tenant outreach, eligibilitY,
deteruinatlon, iniLlal
contract/Iease negotlation and
total intake lnsPections =
proportion of staff tirne sPent
on total intake aetlvities
(Uean = .58)
(N = 108)

Proportion of staff bjlre
spent on maintenance (Iess
total intake) insPeciions,
recert iflcat ion/ contraet
renanal, and general serwices =
.proporticn of staff ti-ue sPent
on maintenance (Iess Eotal
tntake) activlties
(lcan = .35)
(N = 108)

Proportlon of staff time
spent on landlord outreach,
tlnant outreach, ellgibtlitY,
deterulnation' initial eontract/
Iease negotlation and new intake
inspections = PrtoPortion of
staff ti-ue sPent on new

intake actirrities
(llean = .58)
(l{ = 120)

Proportlon of staff
tine sPent on meintenance
(Iess neu intake) lnsPections '
recert if ieat ion/cont ract
rena*al, and genera-I services =
orooortion of staff bime sPent
!"-ilintenance (less new lntake)
activities
(uean = .37)
(N = 120)

Proportion of staff ti-me-
other
(Mean = .04)
(N = 253)

Proportion of staff tlne
spe'nt on ne$, intake activitles
tirmes fotal exPenses PUM

(Mean = $15.55)
(tf = 120)

Proportion of staff time
soent on maintenance
(ieEs nen intake) activiiies
ti-ues total exPenses Put'l

(Mean = ($9.12)
(N = 120)

Proportion of staff tj-ne
spent on ruixed activlties
tirnes lotal exPenses PUM

(rcan = $1.38)
rN - 162)

ProporEion of staff
time spent on nixed
activities

Intake cost PW

Maintenanee cost PUM

Mixed cosL PUM

Proportlon of staff ti-ne-
other
(Uean = .04)
(N = 253)

Proportion of staff ti^me
speht on botal intake
activitles ti-nes fotal
Eotat e>cpenses PUt'[
(Uean = $14.74)
(N = 107)

Proportion of siaff tine
soent on maintenance
(iess total intake) actlvites
ti.mes total exPenses PUM

Mean = $8.77)
(N = 107)

Proportion of staff ti-ne
spent on nixed activities
ti.nes total exPenses PUM

(Uean = $1.38)
/tl r<a\
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Table 4: Calculations for Estirnates of Intake and l'{aintenance Costs (Continued)

Calculations Calculat,ions
based on iot intakes based on new intakes

Cost per intake

Mai-ntenance cost
per total unit

Proportion of staff time
spent on total intake
activibies limes total
e:<penses/nmber of botal
intakes
(Mean = $424.72)
(N = 107)

Pnoportion of staff Eime
spent on maintenance
(less fotal intake)
actlvit,les tines total
expenses/total number
of unit,s under lease
(Mean = $91.59)
(N - 107)

Proportion of staff time
spent on new intake activitles
tines total expenses/nrsber
of new intakes
(lcan = $533.15)
(N = 120)

Proportion of staff time
spent on maintenErnce
(less nen intake)
actlvities tirnes total
expenses/total nrmber
of units under lease
(Mean = $94.18)
(N = 120)
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Iess ihan the estimates of $425 per total intake, though greater

thantheestimateof$g2formaintenanee.Becauseof|he
differencesj.nLhewaythecostsarecalculatedforthetwo
prograns,itisnotappropriatetoconcludeagreatdealfromthe
d ifferenees .

Although the intake cost estimates exceed those reported in

the Supply Expeniruent, they are roughly comparable to the

estirnates reported 1n the Administrative Agency Experinent (AAE)'

IniheAAE,intakeprocessesweresinilartothosethatoccurin
the section 8 Existing Housing progran. specifically' intake

activities included tenant outreach, the certification and selec-

tionofrecipientsfromappllcants,andtheinspeciionofunlts.

Based on the first two years of the experiment, eosts ranging

fron $253 - $305 per reclplent were reported for intake costs'r

These figures reflect 1974 dollars. Inflating these estimates to

1978 dollars with the cPI index of costs for all services yields

new esti-nates of between $353-$425 per recipient for intake

These figures are not too dissinilar fron the estj-rnates of $425

per total intake. The AAE cost estinates are, however, lower

than the estimates based on new intakes. (See Table 5)' In all

cases the maintenance cost estimates for this study are lowest 
'

but as pointed out these cosls might not be strictly eonparable

becauseofdiffereneesinthefunctionsperformedinthetwo
prograns.DifferencesinturnoverbetweenproBramsalsowill
affects the substitutability of these Eeasures '

In sum' the data
costs are estimated,

Table 5 suggest
int,ake maY cost

that, dePending on

anywhere from $425
in
an

how

to

rThe esti-mates dePend on
estimates include direct

fhe estimating proceclure useo' rhe
as welI as indirect costs '

IV-12
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Table 5:

Section 8 - Existlng
costs (based on tofal
intakes and maintenance
unifs adjusted for ioLaI
intakes )

HASE estimates

AAE estimates

Comparison of Intake and Maintenance
Costs - Seetion 8-Existing,
HASE and AAE: 1978 Estinates

Intake Costs

Sectlon 8 - Existing costs
( based on new intakes and
maintenance units adjusted
for new intakes)

Der in take
Maintenanc e

costs per unit

$gz

$94

$155

$285-299

$425

$533

$291

$ 35 3-$ 425
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$533, while annual maintenance eosts are about $93 per unit'

ThesefiguresarehigherthanlheHASEcostestirnatesfor
intakes, but the low estimates in this study are comparable to

the highest of those reported in the A'AE '

3 O IMPLI CATIONS FOR AL TERNATIVE FEE STBUCTURES

Thefindingsofthestudyhaveseveralimplicationsfor
conversion to an alternative fo the current fee structure for

compensating PHAs for administerlng the Section 8 pnogram' The

needtoeonsideralternativeapproaehesdoesnotarisefronany
majordefi.cieneyofthecurrentfeestructureforinsurlngthe
adequae-rr and equit,ability of compensation provided to PHAs to

date. In fact, the formula has perfonmed remarkably well in both

encouraging expansion of the section 8 program, and provlding

adequate conPensation for on-going administration of the

progran.Theperformanceoftheformu}atodabeisalsoevidenee
ofthesuitabilityofthisapproach,ratherthanofanethodof
relmbursement based upon actual expenses '

Allhoughthestudyfindingsindicatedthatthecurrentfee
structure has perfonned werl during the intitiar years of the

section I program, it is clear that its succesa is attributable

inlargeparttothepositiveeffeetsthatfeeinconefor
prelininaryexpenseshashadontheabilityofPHAsnotonlyto
covePtheeostsofprogramadninistration,butalsotocreate
operating reserves. As the Section 8 pno8rams of individual PHAs

reach naturity and the nunber of ney additional unlts becones a

very small percentage of the total number of units in the

Prosram,agencieswiIlbecomedependentalnost.totallyonthe
administrative fee income to meet their costs of adminlstration'

LargeproBratrswillbeaffectedlessseverelyontybecausePHAs
with large programs tend to be serving areas with relatively high

FMRs, and they also are able to achieve Some economj.es of scale

ni ihcin oo{.r.at,ion-s, Agencies w:.i-h snall prograns will suffer
-F--

disproportionatelybecausetheytendtobelocatedinareasof
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Iow FMRs, they are not able to take advantage of scale economies,
and fhey have not amassed large operating reserves that could be
used to neet a shortfall in funding.

The study findings show thaf lntake activlty accounts for the
major portion of staff iime requirements and costs in the
administration of the program. The efforts associated with
replacing a tenant who reaves t,he progran appears to be very
sinilar to those associated with processing a participant for
assignrnent to a new unit added to the program. The current fee
structure does not provide compensation for the cost of these
turnover intakes, yet t,he eost incurred by pHAs experiencing high
turnover can result j.n costs exceeding the comBensation provided
by HUD.

The study flndlngs arso support the conmonly held opinion
that the preliminary expense component'of the current fee
structure has encouraged expansi-on of the secfion g Existlng
Housing program, if the ability to ."sr.rmulBt€ operating neserves
is taken as Lhe neasure of the incentive provided.

In view of the generally positive performance and effects of
the existing fee structure, the suitability of an alternative
should be evaluated in terms of its ability to neet the following
eniteri-a:

Simple to administer
Provide adequate incentives for program expansion
Provide adequate and equitabre compensatj-on among arl pHAs

The number of altennative fee structures that ean be
identified that are consistent with the study findings and also
neet the cniterla for inproving upon the exlsting structure are
f ew.
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Based on the findlngs of the adroinistrative cost researeh and

on general experience gained in the program through the research 
'

the following principles are suggested in revising the fee

system.

. The system should generally continue to use a fornula type
approach rather thin 8!fnq !o.a budget ol-co?L-reinburse-
nent "y"t"r. 

This wiif mininize tha difficulty of HUD

areaofficesadministering|hefeesandwillenhancethe
equilY of the sYstem.

. The system should continue to use PHA workload factors as

the basis of fee. unii-montns leased and nunber of
ini.['"" are reasonabie workload E]easures' However, the
currentsystemgivesprelimlnanyexpenseneimbursementson
tne Uasis" onfy 6f n"*' increments of units allocated by

HUD, .na does not oirecirv reinoburse PHAs for the intake

"*p"n"" d,r" to replacing irouseholds whlch have moved out
of tfre 

-proSram. in["[.-of f ani]ies that i'ep't ace faniLres
moving from the p"oi""r i; indi-stinguishable from int,ake
or families moving i;t; newly allocited units. Thus, it
is ""Si""iEa-init-pffgs 

shoulb be reimbursed fon aII new

intakes in fhe p"os";r, whether due to filling new units
or repracing househ;ie; in previousry arlocated units. rn
order to avoid artiiieiaiiy'-frign intike fees new intakes
would not inelude clu"ti"E'faml'lies whose certificates
have tenporarily lapsed for six months or less' The

formulawouldeontinuetouseamalntenancefeeto
reimburse pHAs for t[; cost of ongoing operations sueh as

HAPpayments,recertification,annualunitreinspection
and administrative overneaa. The maintenance fee would be

based-on numUer of unit months leased'

Revision of the system along the Iines descnibed offers the

following advantages:

. PHAs would be cOmpensated ltrore accurately for the high
cost of performing lntake functions

. As the nunber of intakes rose under high turnovers and

highallocationsfrornHUD,orastheyfell.underlow
allocations and Iower turnover ratesr-PHAsr wonkloads
would rise or falI and thein fees worita correspondingly be

increased or reduced.

.Theamountperturnoverwou}dbeafixeddollaranount
(e.g., g2OO in Fy iglg), and the current high variance in
puM fees between niin-rlln and Iow-FMR areas would be

""O,r"JJl 
-ihi;-wouf-i give Bore support to rural and smal1

DIJIq
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